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DOH/PPA/…CON#1708-026                                                                                                     Pavilion-THS, LLS 
                                                                                                                                     Nursing Home Services 

CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: November 30, 2017 
  
APPLICANT: Methodist Healthcare Memphis 
 d/b/a Methodist Healthcare North Hospital 
 3660 New Covington Pike 

Memphis, Tennessee  38128 
 

CONTACT PERSON: Carol Weidenhoffer 
 1211 Union Avenue, Suite 865 
 Memphis, Tennessee 38104 
  
COST: $2,295,000 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, Methodist Healthcare-Memphis Hospitals, d/b/a Methodist North Hospital seeks 
Certificate of Need (CON) approval for the relocation of 34 licensed adult psychiatric beds.  The 
beds are currently located at 11265 Union Avenue, Memphis Tennessee 38104 on the campus of 
Methodist University Hospital.  Methodist Healthcare proposes to move the 34 beds to 3960 New 
Covington Pike, Memphis, Tennessee 38128 on the campus of Methodist North Hospital.  Both 
hospitals are operated under the same license and the total licensed beds for the system will not 
change. 
 
There will be a renovation of 18,976 square feet of space to accommodate the relocated 
psychiatric beds and services.  The project does not contain any major medical equipment or 
initiate or discontinue any health service; and it will not affect any other licensed bed compliments. 
 
The applicant owner and licensee is Methodist Healthcare-Memphis Hospitals, a not-for-profit 
corporation that operates five Shelby County hospitals under a single license. 
 
The total project cost is $2,295,000 and will be funded through cash reserves as documented in a 
letter from the Chief Financial Officer in Attachment C: Economic Feasibility B6. 
 
This application has been placed on the Consent Calendar.  Tenn. Code Ann. § 68-11-1608 Section 
(d) states the executive director of Health Services and Development Agency may establish a date 
of less than sixty (60) days for reports on applications that are to be considered for a consent or 
emergency calendar established in accordance with agency rule.  Any such rule shall provide that, 
in order to qualify for the consent calendar, an application must not be opposed by any person 
with legal standing to oppose and the application must appear to meet the established criteria for 
the issuance of a certificate of need.  If opposition is stated in writing prior to the application being 
formally considered by the agency, it shall be taken off the consent calendar and placed on the 
next regular agenda, unless waived by the parties. 
 
NEED: 
The applicant’s primary service area for this project is Shelby County.  The 2017 18 and older 
Shelby County population is 716,092, increasing to 732,769 in 2021, and increase of 2.3%. 
 
Currently Methodist University Hospital is undergoing a modernization plan approved under 
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CN1602-009.  A part of that project is the demolition of the Crews building where the psychiatric 
hospital beds are housed.  This project is the proposed transfer of the psychiatric hospital beds 
within the Methodist System that will result in no net increase in the total beds in the county.  
Methodist has a single license for all five Shelby County hospitals, with a total bed compliment of 
1,593 beds. 
 
This project will increase the Methodist North licensed beds by 34 beds (10 private and 24 semi-
private) from 246 to 280.  At the same time, Methodist University Hospital will close 34 beds and 
its licensed beds will decrease from 617 to 583. 
 
The project was originally planned for the Methodist University campus but it was determined that   
the Methodist North campus was the optimal location.  The project will renovate almost 19,000 
square feet of space-almost 3,000 more than is currently occupied-on the Methodist North campus.  
The proposed location is a separate building attached to the main hospital but contained as 
singular space with a separate entrance.  The secured, controlled access makes it an improved 
setting for the Methodist psychiatric services to ensure privacy and security. 
 
The service area contains other psychiatric inpatient facilities including Delta Medical Center, 
Crestwyn Behavioral Health Hospital, Lakeside Behavioral Health System, St. Francis Hospital-Park 
and Memphis Mental Health Institute. 
 
The applicant projects occupancy of 54% in 2020 and 60% in 2021 
 
TENNCARE/MEDICARE ACCESS: 
The applicant participates in the Medicare and TennCare/Medicaid programs.  The applicant 
contracts with TennCare MCOs AmeriGroup, United Healthcare Community Plan, BlueCare, and 
TennCare Select. 
 
The applicant projects year one Medicare revenues of $10,367,781 or 96.6% of total revenues and 
TennCare revenues of $33,209 or 0.3% of total revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Cost Chart is located on page 29 of the application.  The 

total project cost is $2,295,000. 
 
 

Historical Data Chart:  The Historical Data Chart for the total facility is located on page 31 
of the application.  The applicant reported 10,803, 10,688, and 10,068 discharges in 2014, 
2015, and 2016, with net operating income of $12,343,000, $10,300,000, and $9,543,000 

 
 

Projected Data Chart: The Projected Data Chart for the total facility is located on page 36.  
The applicant projects 10,400 and 10,438 discharges in years one and two with net 
operating income of $5,082,000 and $4,213,000 each year, respectively. 
 
Projected Data Chart: The Projected Data Chart for the project only is located on page 38.  
The applicant projects 337 and 375 discharges in years one and two with net operating 
income of $700,000 and $736,000 each year, respectively. 
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Proposed Charge Schedule 
 Previous Year Current Year Year One Year Two % Change  

Gross Charge 26,552 27,460 31,853 33,127 21% 

Average 
Deduction 

15,081 14,974 19,181 20,430 36% 

Average Net 
Charge 

11,471 12,485 12,673 12,698 2% 

 
 

 
Facility CON Project Year Gross Oper Rev 

Per Discharge 
Net Oper Rev 
Per Discharge 

Methodist 
North 

Proposed Project 2020 31,853 12,673 

Crestwyn 
Behavioral 

CN1310-040 2015 13,804 7,799 

TriStar Maury 
Regional 

CN1610-036 2018 36,831 8,266 

Parkridge West CN1611-039 2018 28,748 3,603 

 
 
 

Proposed Staffing 
Title Proposed 

FTE 
RN 10.0 

Activity Coordinator  0.5 
Mental Health Counselor  1.0 

Mental Health Tech 8.0 
Patient Care Coordinator  1.0 

Case Manager 1.0 
Security 4.2 

Maintenance  2.2 
Total 27.9 

 
      
 

Project Payor Mix Year One 
Payor Source Projected 

Gross 
Operating 
Revenue 

% of Total 

Medicare/Medicare Managed Care 10,367,781 96.6 
TennCare/Medicaid 33,209 0.3 

Commercial/Other Managed Care 20,529 0.2 
Self-Pay   

Worker’s Comp   
VA 312,992 2.9 

Charity Care   
Total 10,734,510 100 

 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The Methodist Healthcare-Memphis Hospitals’ licensee includes five hospitals: Methodist University, 
Methodist South, Methodist North Methodist Le Bonheur Germantown and Le Bonheur Children’s. 
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Additionally, Methodist owns and operates Methodist Alliance Services, a comprehensive home care 
company, and a wide array of other ambulatory services such as urgent care centers and 
ambulatory surgery centers. 
 
Methodist Healthcare lists numerous other alliances on page 44 of the application. 
 
The project should have a positive impact on the Shelby County health care community. 
 
Methodist Healthcare has clinical affiliation agreements with multiple colleges for nursing, 
rehabilitation, pharmacy, and other allied health professionals.  Methodist University Hospital offers 
a site for clinical training.  There are 1,400 students participating in these programs annually at 
Methodist Healthcare. 
 
Methodist Hospital System is licensed by the Tennessee Department of Health, Board for Licensing 
Healthcare Facilities and accredited by The Joint Commission. 
 
QUALITY MEASURES: 
 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 
1. Any project that includes the addition of beds, services, or medical equipment will be 

reviewed under the standards for those specific activities. 
 
 N/A 
 
2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and 

relocation, demonstrating the strengths and weaknesses of each alternative. 
 
 b. The applicant should demonstrate that there is an acceptable existing or projected 

future demand for the proposed project. 
 
  Methodist University Hospital is undergoing a modernization plan approved by CN1602-

009.  A part of that project is the demolition of the Crews building where the psychiatric 
hospital beds are housed, forced the relocation of the program and beds, with the 
approval and plans for the University campus, there is not a renovation option where 
the beds are housed in the Crew wing. 

 
  Methodist is committed to maintaining psychiatric inpatient services for the community, 

therefor, new locations were considered, the possibilities were narrowed to the 
Methodist North campus.  This project was the most cost effective location and less 
disruptive option for relocation. 

 
  The choice to relocate the 34 beds to a hospital within the same system, only 13.7 

miles away, allows Methodist to serve the same community with the same resources.  
The full program including equipment, staff, and physicians will be relocated 
simultaneously.  
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  The majority of the patients admitted are SPMI patients who are psychiatrically disabled 
adults with Medicare coverage.  Projections show the composition of the population and 
mix of populations served will not change. 

 
Utilization and Occupancy 

 2014 2015 2016 2020 2021 

Discharges 441 388 370 337 375 

Days 8467 7791 7336 6640 7388 

Average Daily 
Census 

23.20 21.35 20.04 18.19 20.24 

Occupancy 
Rate 

68% 63% 59% 54% 60% 

 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
 
 N/A 






